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M E M O R A N D U M  
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RE: House Bill 11-1206  
Amendments to the Colorado Uniform Debt Management Services Act 

Colorado’s Uniform Debt Management Services Act (“DMSA”) was amended by House Bill 11-
1206 and took effect on July 1, 2011.  Some of the key changes resulting from the bill are 
described below: 
 
Registration Requirements: 
• Attorneys in an attorney-client relationship seeking an exemption from the DMSA must be 

licensed to practice law in the State of Colorado. § 12-14.5-202 (10)(A)(i), C.R.S. 
• Certified Public Accountants in an accountant-client relationship seeking an exemption from 

the DMSA must be certified or authorized by the State Board of Accountancy to provide 
accounting services in Colorado. § 12-14.5-202(10)(A)(ii), C.R.S. 

• The exemption from the DMSA for financial planners has been repealed.  
• Third parties providing debt management services on behalf of an attorney or CPA are not 

exempt from the DMSA.  The attorney and Certified Public Accountant exemption only 
applies to the attorney, CPA and their employees.  § 12-14.5-202(10)(B), C.R.S. 

• Applicants are no longer allowed to provide debt-management services to Colorado 
consumers prior to the approval of their registration. 

• The requirement for evidence of a one million dollar insurance policy has been repealed.  
• The accreditation requirement for providers has been repealed.   
• The certification requirement for a provider’s counselors or debt specialists has been 

repealed.   
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• The option to obtain a certificate of insurance as a substitute for a surety bond is repealed.   
 
 
Customer Agreements and Fees:  
• The amount, percentage, or method of determining the amount of all fees to be paid by the 

individual must be disclosed in a clear and conspicuous manner and using only the 
terminology contained in section 223.  § 12-14.5-219(a)(6)(B), C.R.S. 

• In addition to disclosing the amount of each payment, the date on which each payment is due, 
and an estimate of the final payment date, schedules of payments must include an estimate of 
the total of all payments to be made under the plan.  § 12-14.5-219 (a)(6)(C), C.R.S. 

• In a clear and conspicuous manner, debt settlement agreements must include: an estimate of 
the amount of time necessary to achieve the represented results; if the plan includes a 
settlement offer, the time by which the provider will make a bona-fide offer to each of them 
and the amount of money or percentage of each outstanding debt that a consumer must 
accumulate before the provider will make a bona-fide settlement offer; and if the provider 
requests or requires the consumer to place funds in an insured financial institution, a 
statement that the individual owns the funds in the account, and that the funds may be 
withdrawn at any time without penalty other than those funds earned by the provider 
pursuant to § 12-14.5-222 (h).   § 12-14.5-219 (a)(6)(C.5) (i), (ii), and (iii), C.R.S. 

• As all settlements must now be approved by the consumer, power of attorneys authorizing 
debt settlement companies to accept settlements are no longer allowable.  Therefore the 
requirement for debt settlement providers to limit a power of attorney is repealed.   

• Debt-Settlement providers are not prohibited from requiring consumers to place funds in an 
account other than the consumer’s existing bank account, as long as: the account is held at an 
insured bank; the consumer owns the funds and is paid interest accordingly; the entity 
administering the account is not owned, controlled by, or in any way affiliated with the debt-
management provider; the entity administering the account does not give or accept any 
money or other compensation in exchange for business referrals involving the provider; the 
consumer may withdraw from the plan at any time without penalty, and receive all funds in 
the account, other than fees earned in compliance with the DMSA.   § 12-14.5-202(21)(B)(i), 
(ii), (iii), (iv) and (v) C.R.S. 

• The fee cap of 18% of enrolled debt for new debt settlement agreements is repealed.  
However, providers may not request or receive payment of any fee, until and unless: the 
provider has settled the terms of at least one debt; the consumer has made at least one 
payment pursuant to the settlement agreement; the fee bears the same proportional 
relationship to the total fee for settling the enrolled balance, or is a percentage of the amount 
saved at settlement.  § 12-14.5-223(d)(2)(A) (i), (ii) and (iii), C.R.S. 

• As advance set-up fees for debt settlement agreements (previously limited to 4% of enrolled 
debt) are no longer allowable, the requirement that debt settlement providers refund 65% of 
the set-up fee at cancellation/ termination is repealed.   

 
Prohibited Acts and Practices: 
• A provider may not settle a debt without the consumer’s express agreement at the time to the 

terms of the offer.  Each settled debt must be agreed to individually by the consumer; blanket 
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authorizations covering more than one settlement offer are no longer acceptable.  § 12-14.5-
228(a)(2), C.R.S. 

• If a provider represents that it is a not-for-profit agency, but does not have tax exempt status, 
certain disclosures must be made.  § 12-14.5-228(a)(14), C.R.S. 
 

To help ensure compliance with the revised law, a copy of both the revised DMSA and the 
revised registration application is available on our website at: 
www.coloradoattorneygeneral.gov/dm 

 

 


































